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Introduction 
The financial service industry has gone through some very significant business 
transformation over the past 3 decades. Government deregulation opened up 
markets, technological changes created new channel and product opportunities, and 
data capabilities driven by affordable technology gave financial institutions the ability 
to identify and reach customers in new ways. Some of the recent trends, challenges 
and developments that were observed in the banking sector include the following: 
 
• Electronic technology has changed the way financial products are produced and 
delivered, and has offered alternatives to physical contact, facilitating client 
participation, which increases customer convenience and decreases costs. 
• Value-added services are acting against commoditization of services and the 
resulting limitation of competitive strategies in pricing. 
• The development of bancassurance has given financial organizations the 
opportunity to cross-sell insurance products through the distribution channels of 
banks and banking products through the distribution channels of insurance 
companies, increasing the effectiveness of sales personnel and the efficiency of 
both. 
• Lower profitability of the core product, market saturation, rising operating costs, 
narrow lending spreads and increased competition forced financial institutions to 
reshape their marketing strategies in order to increase their competitiveness. 
 
Following deregulation and the rapid electronic technology revolution, banks have 
aimed to increase their competitiveness through cost reduction and quality 
improvement. Cost reduction has been obtained through mergers and acquisitions 
leading to increased economies of scale and economies of scope, by increasing 
productivity, by re-engineering and by reducing production and distribution costs 
through e-banking. 
 
Better quality leads to differentiation of the bank from its competitors, increases 
cross-selling, improves the bank’s image and consequently employee morale, 
motivation and satisfaction, leading to improved performance and satisfied customers. 
In the current climate, financial services customers are more demanding of quality 
issues. Today’s customers possess a higher standard of living and are better 
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educated than in the past. They are more informed, need fast and convenient service 
due to limited time availability and are influenced much more by the pricing policies of 
financial institutions than in the past because many customers find the differences 
among competitive products to be few and insignificant and tend to be less loyal to a 
specific bank. 
 
At the time when this paper is written, the global economy is also embroiled in the 
most serious financial crisis (arising from the Sub-prime Mortgage Crisis that initiated 
during 2006) since that Great Depression. As the effects of the financial crisis 
reaches a global scale, industry players are expecting profit margins to fall even 
narrower. As most financial institutions in the world are already posting negative 
profits and write off massive losses, many well known names in the global financial 
world have also become part of the banking history. While the international 
community and the world’s governments are working feverishly to come up with an 
acceptable quick fix to prevent more bank failures and a shut down in lending, 
surviving banks can also no longer operate under the “business as usual” mode with 
past business models. 
 
 
Source: Yahoo! Finance, Corporate Executive Board, Operations Council 
 Page 5 of 70 18-May-2009 
Set against the backdrop of adverse business environment, the marketing strategies 
of financial institutions are becoming more sophisticated. A proactive strategy, aimed 
at improving marketing performance, must have a focus in service quality, customer 
satisfaction and customer loyalty, which can reduce price elasticity. Banks are 
working to build effective marketing strategies to increase their customers’ loyalty. 
Many firms are studying their customers’ behavior systematically to first understand 
the major dimensions of customer satisfaction, secondly to assess the existing gap 
between customer expectations and the services offered, and finally to identify their 
advantages and disadvantages vis-à-vis the competition. More proactive financial 
institutions are also re-assessing their entire business model and restructuring their 
operations to be ready for greater trials ahead and ultimately for recovery. Current 
developments require financial institutions to redefine their strategic scope from 
transactional to relationship banking, in order to gain long-term customer 
relationships and increase customer loyalty. 
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Literature Review 
With the commoditization of banking products and services, customer service has 
increasingly become an important focus for management attention. Many financial 
service firms now believe that customer service and service quality is the area where 
the next level of competitive advantage must be achieved. And these firms have 
good reasons to think so since there are studies and proofs in the manufacturing 
sector that suggest good service quality creates wealth for the companies that 
practice them by adding value to their customers. Firms are also more conscious now, 
in the height of a global economic crisis when consumer confidence is at historical 
low, of the need and the importance to retain existing customers and to generate 
customer loyalty. 
 
Major changes over the last 30 years have underlined the increasing importance of 
the service sector, for both developed and developing economies throughout the 
world. As a result, service industries have become increasingly competitive, 
motivating managers to seek differentiation and competitive advantage through the 
application of contemporary marketing practices. The marketing academic 
community, responding to such a need, has recently escalated its research efforts, 
thus making services one of the most important areas of its interest. 
 
The study on service management and service quality as a competitive strategy is 
not novel and customer service has since evolved from being an activity to a process 
and a business philosophy. Since the 1970s, the study of customer service and 
service quality has been a focus for the manufacturing industry with much emphasis 
placed on the traditional domain of service activities. Many have associated the term 
“service” with the problems of physical distribution and logistics (Schary, 1980; 
Gattorna, 1988). Other studies have also attempt to identify additional dimensions of 
service not exclusive to distribution and logistics including the less tangible service 
reliability and technical support to customers. The idea of service as an element of 
the marketing mix and a neglected area of marketing management has also received 
much attention (Donaldson, 1986; Kyj and Kyj, 1987). Evidences from these 
researches have shown increased customer satisfaction and loyalty for the firms that 
have improved, modified and adapted their service levels for different market 
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segments. These evidences have also provided some respite to firms from the rigors 
of price and product-based competition (Sharma and Lambert, 1990). 
 
A number of other writers have also approached the study from the same perspective 
in support of an integrated approach to the management of service quality. They 
have noted the features of service management that contributed to the 
interdisciplinary nature of the concept that constitute to the study and they have 
emphasized on the need for all elements in the service system to act in coordinated 
ways to produce service excellence (Fisk et al., 1995; Gummesson, 1994; Heskett, 
1995; Johnston, 1994; Lovelock, 1992; Moorman and Rust, 1999; Schneider, 1994; 
Van Looy et al., 1998). The three disciplines most often referred to include 
marketing, to define the service and address customer needs; operations, to 
develop the delivery systems and the environment; and human resource 
management (HRM), to ensure contact employees are able to deliver. 
 
Service Marketing 
In the field of marketing, the notion of service marketing all started from the banking 
industry in 1977, when Shostack pointed out that banks deliver services and not 
“things”. The seeming simple idea stimulated marketing researchers and practitioners 
to propose a conceptualization of the continua along which goods and services exist, 
and as a result, the ways in which goods and services production and delivery may 
differ. What marketing has shown us is that service delivery and goods production, in 
the extreme, anchor opposite ends of at least three continua. Firstly, services tend to 
be less tangible. Unlike any physical products, services are rendered and 
experienced. A service cannot be displayed on the shelf, touch, tasted or tried on. 
Secondly, a service typically involves the customer as the co-producer in the 
production process. Thirdly, there is relative simultaneity in the production, delivery 
and consumption of services. From these definitions of services, marketing drew 
implications for how services might be best marketed. Careful considerations have to 
be in place with regards to pricing, advertising, customer satisfaction, and the 
measurement of service quality from the customer perspective. As such, marketing 
practitioners and researchers have been key players in explicating the world of 
service as customers experience it, and have developed the following insights about 
customer experiences of service quality: 
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• Delight is better than satisfaction: A merely satisfied customer is ready to leave 
when an attractive alternative appears, but a delighted customer stays and 
becomes an advocate for the firm in the word-of-mouth battle. The key is to avoid 
the revolving-door customer base. 
 
• Be reliable: Deliver what has been promised to customers. Much of what has 
been promised is implicit as it comes to customers in the form of advertising via 
both media and word of mouth. Get to know what the customers expect. 
 
• Tangibles count: Services tend to be less tangible than products, but the 
tangible facets of a service must also meet or exceed customer expectations. For 
example, awful tasting food delivered in a wonderful environment with caring wait 
staff will not satisfy the customer, nor will poorly done repairs at the auto 
dealership that runs like clockwork. 
 
• Market with operations and Human Resource in mind. Marketing that ensures 
that operations and HR are equipped to deliver whatever marketing creates is 
effective. Marketing that operates in the absence of operations and HR concerns 
is doomed to alienate the employees who deliver service, and thus alienate 
customers as well. 
 
Service Operations Management 
Operations management is concerned with processing customers into, through, and 
out of service settings, both person-to-person and via all manner of technology. 
Some key lessons about service quality and customer satisfaction from operations 
includes: 
 
• Perfecting the process: Operations must ensure efficiency of service delivery. 
 
• Never shortchange the customer in the quest for efficiency: Operations, with 
a focus on costs, must also not alienate customers. Operations must be involved 
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in a balancing act. That is balancing operational efficiency against customer 
expectations. 
 
• Manage variability: Where the level of customer contact is high, variability is 
introduced into processes, and the variability must be effectively managed. 
Service delivery where customer contact is high cannot be viewed the same as 
an assembly line. 
 
• Operate with marketing and HR in mind: New products and services introduced 
by marketing must be built into systems and procedures prior to actual rollout. 
And HR must be involved to ensure (1) the systems and procedures are within 
the capabilities of service deliverers, and (2) there is sufficient staff trained to deal 
with demand for the new products and services. 
 
Service Human Resource Management 
According to Schneider (2004), Human Resource Management holds the link 
between organizational design and customer satisfaction. Professional service firms 
can find these links by conducting very focus and strategic HR employee surveys 
that are designed to assess the service climate of the firm. These employee surveys 
must focus on the “mundanes of management” (that is specific questions about how 
well management does the basics of good management and focuses on the 
attainment of strategically important service goals), as well as service climate and 
customer focused engagement behaviors, to ultimately improve service quality where 
it gets delivered. In addition, HR must do the following: 
 
• Not to limit service quality training to the front line: Ensure that all HR 
practices focus on service quality for frontline employees and those who manage 
them: selection, training, performance management, as well as recognition and 
reward systems (promotions, bonuses, and so forth). Firstline managers are 
critical to the creation of a service climate. 
 
• Build trust between employees and their managers: Employees who are 
treated fairly by managers who model service quality behaviors are likely to 
engage in behaviors that they believe their managers value. When it is clear to 
 Page 10 of 70 18-May-2009 
employees that what is valued is service quality, customer engagement behaviors 
inevitably follow. 
 
• Know your customers: Ensure that people know who their customers are and 
their customers’ expectations. Everyone in the organization has either an internal 
or an external customer with many having both. 
 
• Blend HR into marketing and operations: HR is critical to employees having 
the competencies to deliver what marketing introduces and processing customers 
as operations has designed. By staying close to marketing and operations, HR 
gets directly linked to the service strategic objective of the firm. 
 
Theoretical Models of Service Management 
Building on these three disciplines, theories and models that support a holistic view 
of service management has emerged over that last two decades. These models 
support the existence of a variety of links between organizations and their customers. 
The basic premise asserts that organizational characteristics and practices are linked 
to employee attitudes that are reflected in service quality outcomes, customer 
satisfaction and loyalty and, consequently, profit. Empirical studies support many of 
these associations and streams of research link them into linear sequences. These 
literatures include the following three major perspectives. 
 
Service Profit Chain (SPC) 
The service profit chain (SPC), proposed that internal service quality is linked to 
employee satisfaction and external customer value (a function of quality and costs), 
and consequently customer satisfaction, loyalty and profits (Heskett et al., 1994, 
1997). 
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According to Heskett , Jones, Loveman, Sasser, and Schlesinger (1994) and Heskett, 
Sasser, and Schlesinger (2003), internal service quality leads to employee 
satisfaction, which then drives employee loyalty and productivity. In turn, employee 
productivity drives value, which is the basis for customer satisfaction. Customer 
satisfaction then determines customer loyalty, which leads to profitability and growth. 
The service-profit chain developed and modeled by Heskett and colleagues is based 
on the premise that profitability to a firm derives from customer satisfaction and 
loyalty which, in turn, are derived from a customer’s sense of value received, and the 
capability, productivity, satisfaction and loyalty of employees. The customer’s sense 
of value is therefore an equation calculated with reference to the perceived quality of 
results received and the perceived quality of how these have been delivered, 
balanced against the aggregated costs to the customer of availing themselves of the 
service (Walker, Johnson, and Leonard, 2006). In this model the definition of service 
quality, and therefore the conceptualization of customer value, is grounded in the 
work of Parasuraman, Zeithaml and Berry (1985 and 1988) which posits that service 
quality is determined by the customer, not the service provider. In other words, 
service quality is an extrinsically perceived attribution based on the customer’s 
experience in and through the service encounter. This SPC logic stands as a widely 
accepted element of current management wisdom, especially in contexts in which 
employee–customer interaction occurs (Walker et al., 2006). 
 
 Page 12 of 70 18-May-2009 
The service profit chain is also defined by a special kind of leadership that 
emphasizes the importance of each employee and customer. Leaders who 
understand the service profit chain develop and maintain a corporate culture 
centered on service to customers and fellow employees. They display a willingness 
and ability to listen by spending a great deal of time with customers and employees, 
experiencing their companies’ service processes while listening to employees for 
suggestions for improvement. They care about their employees and spend a great 
deal of time selecting, tracking, and recognizing them (Heskett et al. 1994). 
 
Heskett et al. (1994) also noted that, while many organizations are beginning to 
measure relationships between individual links in the service profit chain, only a few 
have related the links in meaningful ways that can lead to comprehensive strategies 
for achieving lasting competitive advantage. 
 
Organization Psychology and Human Resource Management (HRM) 
The second perspective on service management includes literature from 
organizational psychology and HRM. These literatures have repeatedly 
demonstrated a link between organizational factors (employee issues and customer 
service climate) and customers’ evaluations of service quality (Schneider et al., 1980, 
1998). 
 
Schneider, Young and Macey (2007) state that, while the service quality of a 
professional service firm is most visible at the front lines where the company meets 
the customer, the essence of the firm’s service quality is in its’ organizational design, 
communications, policies, and practices that clearly put service first. Schneider et al. 
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(2007) further state that a true professional service firm sees service quality as a 
corporate responsibility and not a service deliverer problem. 
 
These professional service firms also consider their frontline employees as the last 
link to the customer in a very long chain and treats service excellence is a fact and 
way of life all along the entire chain. Schneider et al. (1998) used the term “service 
climate” to describe the degree by which a firm is organized to provide extraordinary 
levels of service to its customers. The service climate can also be defined as the 
degree that employees of the firm are surrounded by actual practices that emphasize 
on the importance of service excellence (Schneider et al. 2007). 
 
Empirical evidences have also shown a positive relationship between a firm’s service 
climate and its’ customers’ satisfaction level (Schineider et al. 1980). That is, while 
the employees of a firm reported that service quality was emphasized within the 
organization, customers of the same service firm reported a better service experience 
and higher levels of satisfaction. The emphases, which the employees reported on 
service quality, are in the following ways: 
 
• Logistically: The organization provides employees with the equipment and 
supplies needed to do their jobs. Human resources provided employees with 
training and sufficient staffing. Marketing provided prior information about new 
products and services that were to be advertised. Operations supported staff with 
user-friendly systems and well defined procedures. As such employees are 
always prepared to deliver excellent service to customers. 
 
• Managerially: Local managers plan for service, set goals for service quality, 
communicate service goals, and reward staff for service behaviors. 
 
• Administratively: Guidelines, under which employees work, are designed to 
promote customer satisfaction, not just promote adherence to internal rules. 
 
While the first evidence was gathered in the 1980s from the banking industry, 
subsequent and more recent demonstrations of the linkage between employee 
reports of service climate and customer satisfaction have appeared in industries as 
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diverse as hotels, restaurants, automobile dealerships, consulting firms, hospitals, 
supermarkets, insurance agencies, real estate agencies, and department stores 
(Dean, 2004). 
 
These evidences are of significant importance as they show that firms with well 
established service climate have customers who are more satisfied, reveal greater 
customer loyalty to the service provider, purchase more services from the firm and 
share their satisfaction through word of mouth with others. These professional 
service firms will also enjoy their competitive edge over the long term. That is 
because the commitment necessary to ingrain such service climate into an 
organization is difficult to imitate, and nearly impossible to imitate quickly. This is in 
contrast to competing on price or product, which is more easily duplicated, making 
competitive advantage attained in those ways more short-lived. 
 
Customer Relationship Economics 
The third and separate stream of research came from marketing academics who has 
produced a model of “customer relationship economics” (Storbacka et al., 1994). This 
model asserts that high levels of service quality will lead to high levels of customer 
satisfaction, which will contribute to organizational profitability via strong relationships 
with customers, customer loyalty and retention. The marketing view does not include 
organizational variables associated with employees, but it emphasizes the flow from 
service quality to financial returns for organizations, and supports this view with 
empirical evidence (Narver and Slater, 1990; Rust and Zahorik, 1993; Rust et al., 
1995; Zeithaml, 2000). 
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The Paradigm Shift for Service 
These studies and theories from past researches highlighted the multidimensional 
aspect of service and many authors in the service management field have testified to 
the importance of a business being service led and customer driven (Lash, 1989; 
Lele and Sheth, 1991). The move from service as an activity to the idea of service as 
a strategic concept for and organization was given the most prominence in the 1980s 
(Peters and Waterman, 1982; Lele and Sheth, 1981).  
 
Arising from the ‘excellence’ literatures, companies were advised to be customer 
driven and service oriented as characterized by mission statements, flexible 
organizational structures and closeness to customers. Increased staff contact with 
customers, traditionally the domain of the sales person, has been advocated as a 
means of building and sustaining these close relationships between buyers and 
sellers (Christopher et al., 1991). The importance of relationship building and 
networking has also been well documented in marketing and purchasing (Easton and 
Araujo, 1986) and service has a role to play in developing these networks and 
relationships. Customer service can attract customers and ensure their loyalty 
(Canton, 1988; Roscitt and Parker, 1990). Retention of customers is a priority. 
Investments in service can improve productivity and add value for customers which 
can lead to improved market share (Sterling and Lambert, 1987). 
 
The importance of service quality to service industries is obvious in developed 
economies. Many such firms have focused their attention towards new approaches in 
the search for customer satisfaction and competitive success, due in many cases to 
the unique supplier of customer interaction and different emphasis from conventional 
product marketing (Zeithaml et al, 1985; Gronroos, 1990). For example, SERVQUAL 
(Parasuraman et al, 1988) was developed as a measuring scale of the discrepancy 
between consumers’ perception and expectations. The scale appears to be reliable 
and valid in a number of service categories and some of the dimensions can be apply 
to the banking industry where service is often critical to the survival of the firm in an 
increasingly competitive world.  
 
Conventional competition on price, product quality and design are vital but service is 
the unique basis of competitive advantage (Chase and Gavin, 1989). Customer 
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service plays as pivotal role in the development of quality and particularly so if the 
company’s product is service. In banking, the competitive edge is almost exclusively 
derived from the quality if its services. Financial services firms that fail to control 
services that are vital to their operations will become vulnerable to new and global 
competition (Vandermerwe and Rada, 1988). 
 
The trends in the literature suggest that service, like marketing itself, has matured as 
both a philosophy and orientation for the business, but still includes a list of activities 
provided by the seller which creates wealth and added value for the buyer. The 
complexity of the concept of customer service, its increasing importance as a source 
of competitive advantage and its links with success factors, such as market share, 
suggest that what is required is a study to investigate firms’ commitment to service 
through the operationalization of service as a competitive strategy. 
 
The Shortfall between Theory and Reality 
However, many past researches on service management and service quality has, 
over the past two decades, rely on either surveys such as SERVQUAL to examine 
the dimensions of service excellence, or based on an anecdotal account with the 
excellent or market leader being chosen as the example of best practice. Although 
these surveys and studies are goods learning points and source of information, very 
little of these previous efforts have been successfully converted into actionable items 
that can help service firms improve the quality of their service. 
 
Hence to date, few financial institutions are able to show demonstrable financial 
results from their service investments and have failed to realize the reliable 
relationships between service quality, customer satisfaction, loyalty, and the 
economic outcomes predicted by the theoretical models. Three reasons stand out. 
 
• First, the industry does not possess a clear definition of “service.” 
 
• Second, firms are struggling to identify and measure the profoundly muddled 
cause and effect relationships involving service. 
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• And finally, firms do not possess a clear set of goals and objectives for their 
service investments. 
 
Much to the banking executives’ disappointment, what at first seemed to be a 
relatively linear relationship between customer satisfaction and return has proven 
more complex. The shift from a more linear model of service investment to the 
emerging non-linear and asymmetric model has at least three significant implications 
for how financial institutions think about service strategy. 
 
• Implication #1: The greatest impact and returns of changing customer satisfaction 
on repurchase intent, customer loyalty, and so on is primarily evident and occur at 
two extreme points on the “satisfaction–loyalty curve” (as illustrated below). That 
is, the point at which service performance that does not meet expectations 
reaches standard service performance, and the point at which standard service 
becomes exceptional service performance. 
 
• Implication #2: A relatively flat “zone of indifference” exists between these two 




Source: CFC Research 
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• Implication #3: Customers’ service expectations and experience with the service 
provider determine the shape of the curve. 
 
The experience, which the service firm delivers to the customer, is therefore the key 
factor that affects the customer’s perception of service quality, and conventional 
wisdom tends to tells us, that the “customer experience” is an independent lever that 
firms can pull and push to inflect price, demand, and customer behavior. 
 
However, much to the contrary of conventional wisdom, the quality of services and 
the “customer experience” is the outcome of all the investments that are made in the 
firm’s business system. Service firms are hence always investing in the customers’ 
experience. This is a formidable task for firms in the financial industry, as they have 
for too long, believed that they can choose to invest in the “customer experience” or 
not, as competitive pressures and budget priorities dictate. 
 
For decades, firms have organized themselves in, what is known today as a 
“product-centric” organization. In a nutshell, firms have their departments structured 
for their own management effectiveness and break down work for their own control 
and efficiency. Function-specific targets, product development goals, and leverage 
and cost-control goals were set. All these internal divisions and goals are however, 
not based on what the customer values. The result is doing too many things that 
customers do not value, which eventually costs too much and satisfies too little. 
 Page 19 of 70 18-May-2009 
Customer Centricity 
This led to the rekindle of interest in the strategic concept of “Customer Centricity”, a 
concept with its benefits that have been discussed for more than 50 years. Although 
the concept and importance of customer centricity is not new, it has only recently 
been embraced by the business community with many firms still struggling to fully 
align themselves to the customer-centric paradigm. 
 
According to Harvard Business Review, a “customer-centric” firm is not about 
organizing the company to serve customers but letting customers determine how the 
company is organized. In one sense, as an obvious observation, “customer centricity” 
implies that the customer resides at the center of the organization, theoretically 
acting as the touchstone around which all decisions revolve and from all initiatives 
emanates. However, in another real sense, customer centricity is very difficult to 
achieve. According to a 2003 Gartner Group report, less than 20 percent of the 
marketing organizations among the Global 100 enterprises would have evolved 
enough to successfully leverage on customer-centric, value-added processes and 
capabilities by 2007 (Marcus and Collins, 2003).  
 
Indeed, true customer centricity required the flexibility to adapt to changing customer 
needs and dynamics. It also requires the commitment to invest in how best to truly 
capture the “voice of the customer” and converting it into actionable intelligence that 
can be used not only in the brick and mortar settings and contact centre 
environments, but also throughout the firm. However, the same Gartner report also 
states that “by 2007, marketers that devote at least 50 percent of their time to 
advanced, customer-centric marketing processes and capabilities will achieve 
marketing ROI that is 30 percent greater than that of their peers, who lack such 
emphasis” (Marcus and Collins, 2003). Hence, it would make sense and important to 
understand how a firm can successfully transform itself to reap the potential payoffs. 
 
Building a Customer Designed Business 
While firms struggle to understand what customer centricity really means, the 
principle of building a customer centric business, as suggested in 2007 by the 
Corporate Executive Board’s Operations Council, is in fact not new. The concept is 
made famous by Toyota Company, and the principle later became obvious in 2006 
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when Toyota celebrated the 25th anniversary of a new business philosophy called 
“Lean Manufacturing”. Lean manufacturing at Toyota involves process reengineering. 
While these techniques may help financial services firms in their back shop, they do 
not transfer to customer-facing tasks. 
 
However, when examining the concept of “Lean” at a deeper level, it is at its core, not 
just a manufacturing discipline but a business discipline that directs firms to 
constantly examine everything they do from the customer’s perspective and treat all 
tasks that customers do not value as waste. To financial services firms, lean is a 
disciplined method that continually eliminates activities that do not create value for 
customers. It results in processes that minimize cycle times, optimize touch times, 
minimize complexity, and focus on customer outcomes. In other words, these are 
processes that do only what customers want as simply and quickly as possible. 
 
The principle is put into action through a discipline of routinely sorting every task into 
one of three categories. 
• “Value-added” are activities core to the service the customers buy. 
• “Non value-added but necessary” are activities customers do not directly value 
but are still required to keep the law, control risk, or get to something customers 
do value. 
• Everything else is considered waste. 
 
Firms can ask a few simple questions to identify which category a task fits. These 
questions are illustrated below. 
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Firms that religiously practice the above flow are truly focused on what their 
customers value. These firms set high standards of necessity and place the burden 
of proof on each task to regularly re-justify its own existence. 
 
Financial services firms that have practiced the concepts have notices 2 things. First, 
there is nothing in the discipline that is restricted to manufacturing. In fact, focusing 
on exactly what customers value became more natural as the concept is moved from 
the factory to the front office (CFC, 2007). 
 
Second, firms that use this discipline have achieved revolutionary results. They 
stopped doing everything that customers do not value. All that is left is what 
customers do value or what is needed to support it. Every associate is spending all 
their time, and all their resources, on doing only what customers would willingly pay 
them to do. Firms eventually get a business designed for what customers value. 
Hence to take away the manufacturing label away from the Lean concept, it simply 
means changing the business into a customer designed business (CFC, 2007). 
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Experience Defining Customers’ Values 
Since customer centricity is about delivering customer values, the concept of 
“Customer Centricity” has hence led firms to acknowledge the need to first, examine 
and identify the specific sources of values that really matter to the customer, in order 
to eventually be successful at enhancing the customer experience. 
 
Caring for what Customers Care about 
What customers are eventually looking for is that they want the people they deal with 
to value them, treat them fairly, have their best interest at heart, stand by them, and 
they want to deal with a person who cares about what they care about. Not trying to 
sell them the product of the month, or make them fit into some policy or procedure, or 
use some cheaper tool, but caring about them and trying to meet their needs. 
 
That is inherently hard for firms to comply because most firms do not organize their 
business around what customers care about, so no individual within the firm owns 
and cares about what the customer is caring about (Iacobucci, et al., 1995). 
 
A typical example would be if the customer finds an error and brings it to the branch. 
In a typical process flow across the various departments of a bank, the branch will 
send it to deposit ops where the error will be researched. The research data will be 
posted to the transaction-processing group who will actually fix the error. If the 
customer wants an updates, they are steered to the call center and customers will 
eventually get a statement confirming resolution. However, that is not the kind of 
solution that customers would expect. What the customer expects is a single, 
seamless fix. If a customer finds an error and tells their banker about it, the customer 
would expect her to do what is needed to fix it. That is one problem, with one action, 
and one solution. However, in the typical process, there is no one in the branch who 
can do that since it is no one’s job. 
 
Jobs in a typical financial institution are organized around the functional departments. 
These departments are organized around the need to standardize work, group 
similar tasks, share fixed costs, and cluster similar skills for easier supervision. This 
is all valid but not inherently connected to what the customer cares about, and 
definitely not what the customer is looking for. Instead of one person owning what the 
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customer cares about, many people will get involved. No one will see a customer’s 
concern end to end. No one defines their success the way the customer defines 
success. Instead, each department pursues its own goals. Those goals accumulate 
to become a de-facto process goal. And there is no reason to believe that the goal 
matches the customer’s goal. With different goals, it is inevitable that activities the 
customer does not value will creep in and the activity becomes a waste of resources. 
 
In businesses that fulfill customers’ values, the customers would be served by a staff 
who cares about what they care about. In our current internally designed business, 
they are served by a process, consisting of multiple people, each responsible for 
something else. The misalignment with what customers value causes waste and 
harms customer satisfaction and experience. 
 
Moments of Truths 
Secondly, customers value processes that enable employees to focus on the 
moments that matter to customers. Most firms have already noted that most of what 
they do for customers is taken for granted. The lasting impressions come from rare 
and unique moments of truth, when either what they expect does not happen or it will 
not meet their current need. Hence, what customers consider as service is what firms 
consider as a non-routine response in those rare moments of exception. 
 
As firms are not organized around what customers value, they are not oriented to 
those rare moments. Firms do not know precisely what those moments are, how to 
spot them, or how to faithfully provide what customers want because firms are so 
focused on their own processes and goals. They work to perfect those things that are 
done all the time (i.e. the routine). If those routines are not important to the customer, 
they are unaware as firms are so focused on what is important to them. While firms 
invested all their time perfecting what they considered are service, they remained 
oblivious to what customers considered to be service. This hence lend to the 
customers’ perception that service had become worse and they could not see any 
competitive difference between services from competing firms. 
 
When massive investments are made to produces significant improvement that does 
not matter to the customers, it is firstly pure waste since the customers cannot even 
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notice these improvements. Secondly, it hurts the customers because it distracts the 
firms from investing in what does matter. In an ideal business, firms would value 
processes that excel at the few exceptional moments that matter to customers. The 
current internally designed business focuses on perfecting what firms are doing all 
the time. Again, this misalignment with what customers value causes waste and 
harms satisfaction. 
 
Solutions that precisely meet the most important needs 
Customers are ultimately looking for their financial service providers to provide them 
with a product that meets their financial needs, delivered through their choice of 
channel via an interaction that recognizes their unique needs. However, there is an 
overwhelming majority of customers do not believe their service providers have the 
best solution for their needs. These sentiments are felt despite the fact that firms are 
stocked with an overwhelming amount of products on their shelves. 
 
A typical customer is comfortable choosing between three distinct options. However, 
if the customer currently needs a mortgage, firms would typically offer about 40 
alternatives. If they want an investment, firms would offer over 800 choices. 
Customers cannot deal with the overwhelming variety. Firms provide so many 
different products and options and features, not because customers want them but 
because of their internal product development goals. The whole product 
management departments have goals that are to keep adding more products. So if 
firms see it at a conference or a competitor announces a new product or feature, or 
new software that will allow the feature, they will add it. They meet their goals, even if 
it gets in the customer’s way. Once again, misalignment between the solutions 
customer want and the self-service profusion of confusion that the customers find 
causes waste and harms satisfaction. 
 Page 25 of 70 18-May-2009 
Research Methodology 
Given the shortfall between theory and reality, and with the shortage of real world 
case studies after examining the characteristics of successful firms, the objective of 
this research is therefore to investigate firms’ commitment to service excellence, by 
examining the specific steps that were taken by a Singaporean bank to enhance the 
customer experience, and to “operationalize” customer centricity as a competitive 
strategy in the Singapore banking industry. 
 
Examining the specific actions of the financial services industry in a specific business 
environment requires the inclusion of market and industry-specific characteristics. 
These characteristics are discussed in the following section before the applied 
research methodology is discussed. 
 
Business Environment in the Singapore Banking Industry 
The Singapore domestic banking market can be characterized as an oligopoly. While 
many large non-Singaporean Banks such as Citibank and Standard Chartered have 
substantial business operations in Singapore, the domestic banking market is 
dominated by the 3 local banking groups, which command approximately 70% of the 
markets for deposits and loans. These 3 local banking groups are DBS Group (DBS), 
United Overseas Bank Group (UOB), and Oversea-Chinese Banking Corporation 
Limited (OCBC). Operationally, the banks offer similar prime rates, savings rates, and 
fixed deposit rates. Over the years, UOB was the first mover in 57% of the cases of 
prime rate increases, whereas OCBC and DBS together initiated about 90% of prime 
rate decreases. These changes in prime rates are routinely followed up within days 
by the other banks. Hence, the competition in the market can be best described by 
the Stackelberg model with one of the 3 banking groups lead in initiating changes, 
whereas the other 2 banks (and the other foreign banking groups) follow closely 
behind. 
 
Similar to most banking environments in the world, the banking industry in Singapore 
is one of the last regulated industries in the country. The Singapore Government 
maintains a tight reign on the banking policies and set high regulatory standards on 
all players in the industry through the Monetary Authority of Singapore (MAS), which 
is sometimes also known as Singapore’s central bank. Strict legal rules and 
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regulations are enforced through the Banking Act to license and govern all operating 
aspects of all Commercial Banks, which include full banks, wholesale banks and 
offshore banks. Besides commercial banking, which includes deposit taking, the 
provision of cheque services and lending, these banks may also carry on any other 
forms of financial businesses which are authorized by MAS. These include financial 
advisory services, insurance broking and capital market services. All such business 
activities that are carried out by commercial banks and their representatives must 
further comply with the business conduct requirements prescribed in the Financial 
Advisers Act (FAA), Insurance Act (IA) and Securities and Futures Act (SFA). (MAS, 
2008). 
 
As of 5th April 2008, there are 113 commercial banks in Singapore, 29 of which are 
full banks that are licensed by MAS to provide the whole range of banking business 
approved under the Banking Act. 5 of these full banks are locally-incorporated 
entities under the 3 local banking groups, and 1 is a locally incorporated subsidiary of 
a foreign bank.  The remaining 23 banks are branches of foreign-incorporated 
banks.  6 of the foreign banks operating in Singapore have been awarded Qualifying 
Full Bank (QFB) privileges that allow them operate up to 25 branches throughout the 
island. These QFBs may also share ATMs among themselves, and relocate their 
sub-branches freely.  QFBs are allowed to negotiate with the local banks on a 
commercial basis to let their credit card holders obtain cash advances through the 
local bank's ATM networks.  They may also provide debit services through an 
EFTPOS network, offer Supplementary Retirement Scheme and Central Provident 
Fund (CPF, Singapore’s mandatory retirement plan) Investment Scheme accounts, 
and accept fixed deposits under the CPF Investment Scheme and Minimum Sum 
Scheme (MAS, 2008). 
 
Characteristics of Financial Services 
Certain service-specific characteristics, such as intangibility, customer involvement, 
and confidentiality, are inherent to the products or services of most financial service 
providers, including insurers, banks, brokers, and investment advisers. Compared to 
other industries, aspects such as risk, uncertainty, trust, and personal relationships 
play an important role in the financial services industry. For example, if customers 
buy insurance coverage for housing or health, they do not know if they will ever need 
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it. Furthermore, in the case of certain diseases or damages (e.g. catastrophes) it is 
doubtful whether the customer will ever receive any coverage. With regard to 
investments, when customers buy certain shares or life insurance, for example, they 
are rarely guaranteed what they will receive at the end. Therefore, contracts in 
financial services often have a promising character with limited customer guarantees. 
This implies also that the real outcome only unfolds over time and performance 
cannot really be assessed in the short term (Conseguera, Molina and Esteban, 2006). 
In the early stages of the relationship between customer and financial service 
provider, trust is particularly significant and appears to be especially important when 
uncertainty and risk are present and warranties absent, as is the case for many 
professional services (Beloucif, Donaldson and Kazanci, 2004). Furthermore, 
relationships in this industry are usually long term in nature and come to possess 
important attributes for all involved (eg reliability, security, confidence, and trust), 
which are critical to success. 
 
Research and Analytical Framework 
The research will be base on qualitative case studies of OCBC Bank in Singapore.  
The objective is to examine the detailed steps that were taken by the bank to 
traverse down the path of customer centricity to cultivate the culture of service within 
the organization. The researches conducted in this study also aims to justify and 
verify the findings and recommendations of past researches in service management, 
by providing examples and evidence of actual measures taken by a financial service 
firm. 
 
The choice of using case studies as the research methodology for this instance is 
appropriate for a number of reasons. First, case studies are considered most 
appropriate as tools in the critical, early phases of a new management theory, when 
key variables and their relationships are being explored (Yin, 1994; Eisenhardt, 1989). 
Second, case studies are typically carried out in close interaction with practitioners, 
and they deal with real management situations. Case studies therefore represent a 
methodology that is ideally suited to creating managerially relevant knowledge 
(Amabile et al., 2001; Leonard-Barton, 1990). 
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The sources of information gathered for this research consists of documentations of 
strategic projects that were initiated in OCBC Bank since early 2002. These include 
management reports that document the progress of these projects from initial 
research to implementation phase. Portions of these referred documentations include 
previously confidential information available exclusively to senior management staff 
of the bank. Some of this information were subsequently disclosed to the public 
through professional publications after strategic and regulatory clearance from OCBC 
Bank. 
 
Since the aim of this research is to justify and verify the findings and 
recommendations of past researches in service management, the research will 
organize all information to cover the 3 main disciplines of service management 
discussed in the Literature Review, namely marketing, operations and human 
resource. Other than the primary source of information that are gathered from 
published reports, a secondary source of data will be obtained by means of 
interviews conducted on key banking executives, assigned within various sections 
and departments within OCBC Bank pertaining to the three main areas mentioned 
above. A fourth department, the newly formed Quality and Service Excellence 
(QSE) department of OCBC Bank, is another key source of information on the 
subject. Being the sole owner and project manager of all customer centricity 
initiatives within OCBC, the QSE department links up all key aspects of the bank that 
impact on service quality and customer experience. 
 
Research on Service Marketing 
In the aspect of service marketing, information gathered will not cover traditional 
areas of marketing but include elements such as customer strategy, distribution 
management, product innovation, and information management & 
segmentation. The approach is rightfully so since the business is making a 
paradigm shift from “product-centricity” to “customer-centricity”. The research will 
revolve around the consumer retail banking division of OCBC Bank. The Consumer 
Financial Services (CFS) Division is the owner of all consumer level banking 
businesses of OCBC Bank ranging from the Branch network to the distribution of all 
wealth management products such as loans, credit cards and various investment 
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instruments. CFS is also the main business division with the most number of 
customer facing, front-line personnel. 
 
Interviews conducted with executives from CFS to gather key information that were 
focused on the following aspect: 
 
• The strategic plans that initially shaped the service culture within the division, 
and was eventually implemented throughout the bank. 
• How the organizational structure within CFS was restructured to integrate and 
align all functional activities to deliver superior customer value. 
• How the processes within CFS were redeveloped to optimally match customers’ 
requirements to the right product and services available. 
• How the Customer Relationship Management (CRM) systems track the Voice of 
the Customer (VOC) for an enhanced customer experience and service 
optimization. 
 
Research on Operations Management 
With the amount of changes happening in the customer facing segment of the bank, 
the operations aspect will have to be just as customer centric and versatile to support 
the changes. The Operations and Technology (O&T) Division in OCBC Bank 
controls and owns all operational aspects within the bank. Interviews conducted with 
operations and support executive aims to gather information in the following aspects: 
 
• Information technology (IT) enhancements that were made to facilitate the 
CRM systems implementation. 
• The successful implementation of manufacturing methodologies in the 
financial services industries. This includes the implementation of the “Lean” 
concept in a financial service firm for customer centricity. 
• Re-designed operations and processes to support customer centricity and how 
organizational effectiveness was improved through these changes. 
 
Research on HR Management 
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The amount of drastic changes across the organisation will also call for cross-
functional perspectives on Human Resource, with insights from finance services and 
operations as especially critical inputs. Interviews are conducted with Human 
Resource (HR) in OCBC Bank with focus on the following areas: 
 
• How HR in OCBC re-fresh its’ staff recruitment procedure to ensure that 
suitable candidates are recruited to match the right job,  
• The effectiveness of steps that were taken to enhance employee satisfaction & 
welfare in the effort to build a positive service climate, and  
• Effectiveness of new courses introduced by Learning & Development that trains 
and re-trains bank staff on service etiquette.  
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The Case of OCBC Bank 
What customers want in a business they would design is clear after identifying where 
the customer values are. OCBC Bank, among the small cadre of financial services 
firms in the world, has began to focus on the principle of doing only what the 
customers value, and is starting to provide them.  
 
Banking on Customer Experience 
In the effort to build a customer centric business for a valued customer experience, 
OCBC bank is generally focused on overcoming three main challenges. The first 
challenge is to remove unnecessary complexity from products and processes to build 
propositions that are easier for customers to consume and for the firm to deliver. 
Second, to align the bank’s capabilities to the complexity of customer needs, 
ensuring that they deliver cost-effective, personal sales and service experiences. 
Third, to put in place mechanisms to sense and respond to new customer demands, 
reinforcing strong brand values while engaging staff in a service ethic to deliver 
personal and valued interactions. 
 
This can be illustrated in the diagram above as we explore each challenge in detail 
and the corresponding case study of best practices in the financial services industry. 
 
 
Source: OCBC Bank, CFC Research 
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Challenge 1: Engineer Simplicity into the Business System 
The product manufacturing oriented business system in place at most firms has 
excelled at providing choice to meet every conceivable consumer need. 
Unfortunately, unmediated choice, whether of products, services, or channels have 
prompted confusion for customers and overwhelming complexity for firms. In addition, 
firms have been unable to effectively deploy, and customers have been unable to 
access, all of the capabilities available. Researches from the Council of Financial 
Competition have shown that only 10% of the firm’s products generate the majority of 
its’ profitability and 80% produce only 1% of its’ profitability. This suggests that the 
vast majority of products produce marginal value to customers and the firm even as 
they drive up costs (CFC, 2005). Bank executives are beginning to recognize the 
cost of product proliferation to their businesses and they are faced with two options in 
the face of mounting complexity. First, simply reduce the number of options available, 
for example, by rationalizing the number of product choices available to customers. 
Second, improve the customer interface by delivering easier navigation and decision-
making capabilities to allow both customers and staff to limit the overwhelming 
number of product and feature options to a manageable set of choices. 
 
Proactive Process Simplification 
At many institutions, there is no one function that oversees the overall customer 
experience. Instead, most firms distribute experience responsibilities for tracking, 
prioritizing, and executing across various functions without a coordinating center. 
This often results in inconsistent investments and outcomes across the organization. 
Most firms also evaluate products and processes only from the firm perspective. This 
can cause the firm to miss opportunities to reengineer elements of the customer 
experience that deliver value to both the customer and the firm. To systematically 
improve the speed and ease of its sales and service processes, OCBC Bank has 
created a centralized customer service team in 2002, responsible for managing and 
simplifying sales and service interactions across the firm, and dedicated to improving 
the customer’s end to end service experience. 
 
The centralized service team comprises of three subunits around problem 
resolution, service measurement and the service experience. The problem 
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resolution team works closely with the front line to ensure that at least 80% of 
problems are resolved within 48 hours. The service measurement team is 
responsible for collecting and analyzing the customer-related metrics needed to 
monitor service perceptions and performance, identify drivers of satisfaction and 
dissatisfaction, and recommend areas for reengineering. Finally, the service 
experience team uses the findings of the measurement team to develop and prioritize 
service-enhancing investments. 
 
In the effort to identify customer experience gaps, and to understand sources of 
value and complexity for customers, OCBC Bank maps customer experiences 
across all of the firm’s sales and service processes. These mapping analyses are 
used to examine the drivers of value for the firm and its customers and isolate 
emerging sources of complexity. One of the tools that OCBC uses is customer 
touchpoint mapping. For each foundational customer process, the bank drew a 
process map. It is just like any process map but with one huge exception. It is the 
customer’s process and not the bank’s process. The map presents an end-to-end 
look at what customers do, including touchpoints when bank action matters. A 
thorough evaluation of its sales and service processes is then carried out; identifying 
areas where fulfillment processes can be redesigned to better meet customers’ 
needs while simultaneously bringing efficiency gains to the firm. 
 
A detailed analysis of the drivers of customer satisfaction soon follows. To 
understand what is important, the bank first hypothesized what touchpoints probably 
mattered. The bank assumed common-sense things like meeting with the rep, or 
getting a response mattered. Then the bank hypothesized what customers probably 
Customer Touchpoint Mapping 
Customer Processes, OCBC Bank 
 
Source: OCBC Bank 
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wanted from each touchpoint. The analysis will prompt the service experience team 
to design a set of service protocols to guide frontline activities and overall behavior. 
The goal of the protocols is to ensure that frontline employees deliver a consistent 
and superior service experience to customers in each of their interactions. The 
team creates two types of protocols: 1) specific protocols that outline required steps 
for key experience moments (e.g., account opening, request for product information, 
complaint handling) and 2) general protocols that serve as behavioral guidelines for 
all customer interactions. OCBC Bank for its operations in Singapore, for example, 
has developed a total of 16 general and specific protocols that guide staff during 
service interactions. 
 
Through its analysis of key sales and service gaps, the bank can then redesign and 
simplify its processes in order to better meet customer needs. This streamlines the 
processes and closes that experience gaps of the customer. For example, in the 
case of mortgage fulfillment, the bank creates a centralized group to manage and 
control all aspects of the application and origination process. The bank then builds an 
integrated data system that provides customers and employees with real-time 
tracking of applications. The reengineering of its mortgage process enables the bank 
to improve speed, ease, and efficiency while enhancing the customer’s experience. 
 
As a result of simplifying its sales and service processes, OCBC has moved its high-
quality contact metric (as measured by mystery shoppers) from 66% to 80% while 
also improving customer retention by 3%. The bank has also improved its operational 
efficiency, reducing its mortgage process from an average of three months to an 
average of one month. In addition, enhancements to its mortgage process have 
enabled the bank to increase capacity by 70% while decreasing staff and costs by 
40%. By retooling processes that are cumbersome, complicated, and costly, firms 
can simultaneously improve the efficiency and quality of their interactions with 
customers. 
 
Disciplined Complexity Management  
In addition to that responsibility of managing and simplifying processes as described 
above, the centralized customer experience team is also responsible for identifying 
and addressing sources of complexity across all the firm’s products, processes, and 
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services. The team focuses its attention on points of interaction across the 
organization, continuously collecting feedback through voice of the customer projects, 
using the data to catalogue areas of customer concern across the firm. In addition, 
the team also routinely places its staff in channels to observe consumer behavior 
in all of the bank’s customer contact channels. Through observation of consumer 
behavior, an extensive internal audit is then conducted on its service and product 
offerings to map customers’ experiences across the organization, identifying root 
causes of customer dissatisfaction and emerging sources of complexity for 
customers. 
 
To ensure that it is able to address customer needs as quickly, comprehensively, and 
as cost effectively as possible, the customer experience team will identify and 
prioritize processes or service gaps that lead to complexity for customers and the firm. 
The bank then creates cross-functional teams to address specific sources of 
complexity. Through this process, the bank can continuously simplify the design of its 
propositions and eliminates points of “friction”. That is points where customers 
become confused or when processes become slow and cumbersome. 
 
In addition, a series of monthly workshops can be created to reinforce customer 
experience values across the organization. The bank can hold monthly workshops 
to guide teams of executives through routine sales and service experiences (such as 
opening or closing an account) in each of the bank’s distribution channels. The 
bank’s workshops can provide executives with a tangible and transparent perspective 
on their client’s experience with sales and service processes, enabling the bank to 
build organization-wide support for customer experience initiatives and complexity 
management. 
 
OCBC has applied this complexity management approach throughout the 
organization. To use the Web experience as an example of the success, OCBC Bank 
has reduced the number of Web pages by 30% while generating an 80% increase in 
the number of successfully completed online activities. In addition, branches have 
shown a 150% increase in sales leads since the bank’s customer experience group 
redesigned sales and service processes. By continuously simplifying the design of 
products and services, firms can simultaneously improve efficiency by removing 
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“friction” in sales and service delivery and provide a reliable and valued experience to 
customers. 
 
Challenge 2: Delivering Cost-Effective Personal Service 
As financial service firms shift the focus of their business system away from being 
product-centric to service distribution, the goal to cultivate customer relationships 
requires firms to understand and meet individual customer needs at the point of 
interaction. Although institutions have invested heavily in self-service channels, the 
ability to sense and respond to customer needs must be retained so that they can 
leverage on their incumbent advantage to cement loyal customer relationships. In 
addition, financial service firms must provide staff with the capabilities to provide 
trusted guidance and make specific recommendations to address customers’ 
relationship needs at the point of interaction. 
 
While firms offer a wide range of products and services to their customers, they are 
often unable to effectively match those capabilities to the specific needs of their 
customers. In a recent 2007 Gallup survey, it is found that retail banks are the 
preferred choice of consumers for their long-term financial planning needs. Retail 
banks, however, do not fare well in responding to these customer needs with 
solutions that are relevant and easy to use. Another survey, by Bain and Company, 
shows that very few high-volume customers will end up using their bank as a source 
of financial advice. These high net worth customers will ultimately use alternative 
methods for meeting their needs through independent advisors, brokers, and others 
financial professionals (CFC, 2007). 
 
The inability to effectively serve a customer’s need is due in large part to the fact that 
firms are organized around products rather than customer need. The Council of 
Financial Competition, in 2007, estimates that 43% of financial services firms still 
characterize their customers by the product and services that they purchase rather 
than by the nature of the customer need. In contrast, customers view financial 
service firms as intermediaries to an end goal, such as retirement or buying a house, 
and these end goals usually cuts across specific product silos. 
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The most effective way to consistently meet the needs of customers (whether 
complex or simple), therefore, is to ensure that a firm can efficiently guide customers 
(through tools and/or staff) to the most appropriate solution or resource. In fact, both 
customers and executives point to the importance of skilled staff and personalized 
service in building strong, valuable relationships. Customers, however, are often 
unable to find an adequate level of personal service and guidance in any one firm. 
This failure to match capabilities to customer needs explains why consumers 
disperse their financial activity across multiple providers. In a recent study 
commissioned by OCBC Bank in 2005, it is shown that nearly 48% of all 
Singaporean consumers hold relationships with at least three financial providers. 
This is an extremely high proportion given the small consumer base in Singapore. 
This also reflects the general inability of most firms to deliver capabilities that fully 
and efficiently meet customers’ financial needs. 
 
Measurement-Focused Service Development  
Institutions often embrace customer-centric service ideals but just as often fail to 
convert those ideals into tangible behavioral frameworks that effectively direct staff 
during service interactions. Service or experience measurement systems that most 
financial institutions adopt also often provide only organization- or branch-level 
insight, thus limiting the opportunity of accurately targeting the source of 
dissatisfaction in the customer experience. 
 
To ensure service delivery is consistently personal and responsive, OCBC Bank 
builds measurement programs that continuously tracks frontline service performance 
and focuses training and development programs on the most critical value drivers for 
customers. The programs start by using consumer research to identify key drivers of 
value across the customer base. These key drivers of value are then prioritized and 
mapped to frontline behavior by closely examining how employees and customers 
interact during key sales and service moments. Through this process, OCBC 
identifies core employee behaviors that will significantly impact how customers 
perceive service quality. The analysis can helps the bank to understand how staff 
behaviors can impact customers’ sales and service experiences and enables the 
bank to define a Service Interaction Framework and create specific guidelines and 
protocols for frontline behaviors. 
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From the thousands of weekly telephone conversations with customers, OCBC Bank 
gathers surveys of consumers that have had a recent branch or call center 
experience to gather timely feedback on its sales and service performance. The 
information can then be used to build a Rapid-Cycle Measurement and 
Communication Dashboard based on the surveys and monitors employee 
behaviors around key service and sales moments. The dashboard provides the bank 
with a continuously updated view on the performance of an individual frontline 
employee, team, and branch, giving managers a holistic view of all service-related 
issues. The results are then communicated to all levels of the organization on a 
regular basis (e.g. via the organization’s Intranet). The bank also ensures that the 
scores for individual branches and call centers are linked to its reward system and 
are a central component of team-based compensation. 
 
The experience dashboard is also used to highlight gaps in its sales and service 
strategies and craft structured training programs for frontline employees. Tracking 
information on employees can be used to develop tailored coaching sessions based 
on each individual’s specific strengths and weaknesses. To compliment the coaching 
sessions, branch managers can be empowered to continuously provide frontline 
employees with feedback obtained from customers, enabling them to identify and 
track their own progress on drivers of service value. In addition, the bank branches 
utilized the branch-level scores to create weekly group training sessions on sales and 
service initiatives. To ensure that its training sessions are linked to the information it 
receives from customers, role plays, discussions, and training modules are created to 
focus around tasks or events that employees have recently experienced with 
customers. These information are also readily shared among staff in other branches 
within the bank as a form of lessons learned from the experience. 
  
By clearly outlining desired service behaviors and conducting detailed service 
performance measurement, financial institutions can foster consistent personal 
service at all organizational levels and address service gaps accurately and 
efficiently. By ensuring personal and responsive service through continuous 
measurement and training, significant improvements in customer retention and 
business growth are evident in firms that have successfully implemented the practice. 
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OCBC bank for example, has increased its loyal customer index by 23% while 
reducing its customer attrition rate by almost 50%. At the same time, growth and 
profitability have also increased, with low-cost core deposits growing at 17% and 
retail and small business loans increasing by 11%. 
 
Experience Value Fulfillment 
Most customer experience groups in financial services firms often lack the authority 
and accountability to implement and measure their recommendations. This usually 
gives rise to poor execution and lackluster results. Many firms also conduct extensive 
customer research of value drivers but then fail to translate their insights into points 
of sales and service advantage. Hence, another important point that firms must note 
for the customer experience team is that the team must have its’ own unique 
authority and accountability. To cost effectively deliver what customers most value, 
OCBC Bank has establish its’ centralized experience management team comprising 
of 12 full-time employees and an executive responsible for both the customer 
experience team and call center operations. The bank assigns accountability for 
the customer experience to this centralized team and situated it within the retail 
line of business, the CFS Division. The group reports directly to the head of the 
retail business and the board and has its own set of key performance indicators, 
holding the group accountable for all experience-related projects. In addition, the 
group head’s responsibility for the call center ensures “real world” accountability as 
well as control over call center–related experience projects. 
 
As mentioned in the preceding section, the centralized team, is divided into three sub 
teams each responsible for one specific area of interrelated duties. Apart from the 
duties already described, the duties and responsibilities of these three sub-teams can 
also be categorized into process design, project implementation and 
measurement, and delivery capability alignment.  
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The team conducts employee and customer-level research and analysis to identify 
drivers of value for the customer and then align these drivers of high-impact value 
with the firm’s capabilities and brand. A three-step approach is adopted to this value-
driver analysis. First, the team generates an internal definition of a high-quality 
customer experience based on its own beliefs of what customers value as well as on 
what the “OCBC Bank” brand represents. Second, it conducts extensive customer-
level research to identify drivers of value that resonate with customers on an 
emotional level. Finally, the team analyzes both sources of data to arrive at points of 
advantage that resonate most with customers on an emotional level and that are 
well-aligned with the bank’s brand and capabilities. 
 
The value-driver analysis is also used to prioritize its process-related experience 
initiatives. The bank first identifies sources of value and sources of irritation for 
customers and then redesigns its sales and service processes to effectively 
Centralized Customer Experience Group Structure and Responsibilities, OCBC Bank 
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transform the irritation points into points of satisfaction. By prioritizing its process 
redesign and frontline training initiatives around key value drivers, OCBC ensures its 
customer experience projects cost-effectively respond to those processes and 
behaviors that trigger emotional responses in the customer.  
 
The redesign of the mortgage application process illustrated above serves as an 
example. Through its research and analysis, the bank uncovers that mortgage 
customers of self-employed agents were highly irritated by the handoff of their 
relationships from the self-employed agents to the bank. The handoff not only caused 
confusion by no longer providing customers with a clear point of contact, but also 
signaled a lack of interest on the part of the bank in providing service once agents 
had completed their sales. In an effort to transform this point of irritation into a point 
of advantage, a compensation and incentive structure was implemented to reward 
agents on both sales and service (paying agents incentives for owning the end-to-
end process and therefore not neglect the customer once the sale is completed) and 
Mortgage Origination Process Redesign 
Source: OCBC Bank 
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a systems solution that links its front and back offices so that both agents and the 
bank’s front line can respond to mortgage-related inquiries. 
 
Finally, a customer experience scorecard was created to be used as a predictive tool 
rather than merely a reporting tool. The balance scorecard tracks the impact of the 
firm’s customer experience initiatives on emotional attachment measures and on 
financial indicators as well as the evolution of value drivers. 
 
With the scorecard, the bank is able to keep track of key emotional attachment 
measures such as pride and passion and key financial indicators such as balance 
growth, cross-sales, and willingness to refer. In addition, the bank also tracks and 
subsequently adapt to the sources of customer-driven value in its effort to ensure that 
the experience it delivers continues to resonate with customer demands. 
 
Since the establishment of the customer experience team, OCBC Bank has 
witnessed a significant increase in the likelihood of prolonged relationships with its 
Representative Customer Experience Scorecard 
 
Source: OCBC Bank 
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customers, and an overall increase in the customer satisfaction metrics. OCBC has 
also experienced increases in emotional attachment measures in categories such as 
passion, pride, integrity, and confidence. The improvements in bank loyalty and 
emotional attachment metrics have led to increases in customer engagement scores 
(as measured by Gallup’s CE-11 assessment), while OCBC’s main competitors have 
witnessed decreases in engagement during the same time period (CFC, 2007). 
 
Distribution-Focused Organizational Alignment 
Most firms do not effectively align their skill and service levels against the needs of 
their customers, frequently finding that they have misallocated valuable resources by 
over or under-serving different groups of customers. By failing to map skills to 
specific roles, firms often place employees in sales and service roles that do not 
reflect their skill sets and undermine their ability to consistently and effectively meet 
customers’ needs. 
 
To optimize sales and service delivery to select groups of customers, OCBC Bank’s 
distribution platform has been re-engineered to align its most sophisticated resources 
against customers with the most complicated financial needs. Consumer research is 
first used to map out customers by their financial behaviors and need for 
individual assistance. Through this process, OCBC is able to identify three layers 
(primary, secondary, and tertiary) of customers. The bank then identifies the 
economic and relationship opportunities surrounding each group of customers. The 
analysis will identify the largest opportunity around its primary customers, which 
are most likely to view the bank as their sole financial provider and possess the 
greatest breadth and depth of relationships with the bank. 
  
To align its services to the needs and expectations of primary, secondary, and 
tertiary customers, organizational structures need to be realigned as well, shifting the 
focus of its business system from product manufacturing to sales and service 
distribution. To manage its distribution platform, OCBC Bank builds a centralized 
group that houses specialized functions responsible for managing customer 
information, products, employees, and support processes. This centralized 
distribution structure enables the bank to coordinate all components of its delivery 
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platform, giving it the authority and flexibility to build separate sales and service 
models for each group of customers. 
 
Furthermore, the bank is also able to better review its staffing model by evaluating 
individual staff aptitude levels across all sales and service roles. To build employee 
engagement and consistently meet the needs of its customers, a structured process 
to align sales and service roles with employees’ aptitude levels and individual 
preferences is formulated. OCBC start by evaluating employees in its distribution 
platform through three lenses: skill and knowledge sets, ability to manage workflows, 
and perceived value of work. Each individual will then be asked to define their top 
five positions within the bank by means of value evaluation. Using this process, the 
bank is able to reposition its’ staff into sales and service roles that are suited to each 
Command and Control 
Distribution-Focused Organizational Structure 
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person’s skill set and perception of value. With this process, OCBC Bank is able to 
achieve an 80% success rate in finding an optimal match for available positions. 
  
OCBC Bank also recognized that its different customer segments require varying 
degrees of sales and service skills and performance levels. This need hence calls for 
the creation of different skill tiers for the differing levels of service and sales delivery. 
These different tiers of skill sets enable the bank to tailor and optimize its delivery 
strategies to select groups of customers based on the complexity of their 
needs. Once again, the sales and service platform needs to be re-engineered to 
position its most sophisticated resources against customers who have the most 
complex needs. The bank then align dedicated groups of relationship managers with 
customers in its primary segment, providing varying service levels based on the 
customer’s need for complex and tailored advice. In addition, OCBC also positioned 
its direct channels (telephone and mail) to serve customers in its secondary and 
tertiary segments, ensuring that these customers receive a consistent, but cost-
effective, level of sales and service resources. 
 
Challenge 3: Grounding Experience Execution in Customer Demands 
Firms across the financial services industry have started to recognize the importance 
of their interactions with their customers. Customer satisfaction and “delight” are 
often rooted in the emotional elements of the customer’s experience that only 
personal interactions are likely to deliver. It is not surprising, therefore, that leading 
firms have identified and are placing particular emphasis on ensuring a consistently 
well-executed experience at the point of interaction. However, while the critical 
importance of skilled and helpful staff as a “sense and response” mechanism is 
understood by executives, customer-facing employees are among the lowest-paid 
positions and have the highest turnover in the financial services industry. As a result, 
firms are continuously challenged with delivering distinctive and value-enhancing 
experiences through employees that are often neither highly compensated nor 
tenured. 
 
Furthermore, there is a clear disconnect between the value firms believe they deliver 
through their products and services and the value customers feel they receive. In a 
recent worldwide survey conducted by the Council of Financial Competition in 2007, 
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results have shown that 72% of banking executives believed that they have delivered 
either good value or extremely good value for the fees and prices they charge. Yet 
approximately 44% of the consumers interviewed believe that they received poor 
value for the fees they pay. If banks are to break the commoditization cycle that the 
industry is in, they will need to develop mechanisms to ensure they are continuously 
sensing and responding to changing consumer demands so the experience they 
deliver matches what customers most value. 
 
Brand-Driven Experience Execution 
According to the International Dictionary of Marketing (2002), branding is the use of 
techniques by which a company, organization or product distinguishes itself from 
others. This is how it expresses its identity and function in its markets. Branding is 
essentially the process of identifying and differentiating a product or service and 
establishing its uniqueness. Branding is used to send signals to customers at whom 
the firm has aimed the product. Brand identity is concerned with how a company 
presents the brand to the market. Brand image is how that market perceives the 
brand identity. 
 
Despite its importance, research shows that out of the top 10 most powerful and 
admired brands ranked annually, only one or two are financial services firms. 
Unsurprisingly, the number of financial service firms that made it to the same list in 
2008 has decreased to zero (Interbrand, 2009). Derived from the rankings, the figure 
above, displays the financial services brands that fall between the first (Coca Cola) 
and the one hundredth (Levi’s) top global brands in 2006. Eight financial service 
industry’s brands are among the 100 most recognized names, with Citi holding the 
Relative Strength of Financial Services Brands 
 
Source: Interbrand, 2009 
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top global financial services brand in 2006 and American Express taking the top spot 
in 2008. 
 
Research also indicates that financial companies are not utilizing the customer 
experience as a driver of brand value. In fact, banks with large retail businesses 
spend nearly 50% less on activities related to the customer experience than they do 
on advertising. The predominant brand drivers for financial institutions include price, 
convenience, service and quality of products (Pierce and Paish, 2004). 
 
Superior brand building requires selective investments and identifying elements of 
the brand that have the largest impact on profitability, and investing in those 
elements is more effective than investing in all customer interactions the brand may 
have. This process includes the following principles (Pierce et al, 2004): 
 
• Identify the most profitable customers. Robust customer segmentation will 
detect those customers that bring the most profit to the firm. 
 
• Concentrate investment in areas that will most effectively impact demand. 
Investments should be allocated based on what customer interactions have the 
greatest impact on customer behavior and loyalty. 
 
• Set realistic goals for implementation. Research suggests that practical brand 
builders are more successful. They achieve desired results by assessing 
organizational structure and getting support for chosen investments. 
 
• Revisit the performance constantly. Continually assessing customer feedback 
will help priorities change with the industry standards and shift with changing 
customer expectations. 
 
While branding is a complex initiative, encompassing the efforts of many different 
business units, branding can provide significant advantages if incorporated properly. 
Marketers have identified the many advantages of a strong brand. These include 
greater client loyalty and less vulnerability to competitive marketing actions as 
products and services are easily remembered and identified, larger margins, more 
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favorable customer responses to price/fee changes, increased marketing 
communication effectiveness aimed at existing and potential customers, and larger 
brand extension opportunities, stemming from the fact that new products can be 
introduced more easily under a well-established, well respected brand name 
 
In the current competitive global economy that is subjected to quickly changing 
market dynamics, brand therefore plays a more important role than ever before. In a 
study by Interbrand, investigating the success of brand strategy found that 20 of the 
leading global brands shared a number of key attributes which resonate with the 
similar findings highlighted earlier. These key attribute include Brand Promise where 
brand leaders communicate their promise to the market and are consistent in 
delivering the promise to their customers. Leading brands also attract customers and 
maintain their loyalty by offering them with Superior Products and Services and 
offering them with Seamless Processes. There is also Distinctive Positioning and 
Customer Experience where brand leaders focus on delivering a unique or special 
customer experience by capturing and delivering on their offering. Brand leaders 
ensure the Alignment of Internal and External Commitment and they are aware 
that an internal culture supportive of the brand strategy optimizes delivery of a 
consistent yet differentiated experience. Leading brands consistently Improve and 
Innovate. They maintain their relevance to a targeted set of customers and ensure 
the ownership of clear points of difference when compared with the competition 
(Interbrand, 2004). 
 
Many new entrants to the financial services market, or those more established 
companies that are undergoing transformation had put brand at the center of their 
corporate strategy. Senior management and executives of these firms see building a 
strong brand as a critical lever for differentiation and success. Firms that do not 
strongly link clear brand values with tactical execution of customer strategies create 
mixed messages for employees and inconsistent experiences for customers. 
However, without empowered and satisfied employees, firms cannot hope to deliver 
consistently high-quality and high-value sales and service experiences. 
 
To reposition and seeking to differentiate its customer experience in a very 
competitive market, OCBC Bank turns to its brand and employees as the primary 
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medium through which to respond to changing customer demands in order to deliver 
a differentiated experience. To articulate its focus on customers after a period of 
internal cost-cutting and efficiency programs, OCBC Bank develops on its’ strong 
customer-centric brand statement. To build on this foundation of strong brand values 
and a corporate philosophy based on meeting customer needs, the bank actively 
communicates the brand values widely to both customers and employees. Brand 
values are reflected in sales and service frameworks, which are based on 
fostering customer and employee relationships. To ensure that it consistently 
executes its brand promise, OCBC builds on these frameworks to research and 
develop on service standards that are linked to customer expectations and 
perceptions. Initially produced by the marketing organization, these standards are 
thoroughly vetted externally by customers and internally by key stakeholder groups 
including representatives from the executive office, branches, operations, direct 
channels, customer insight, and marketing. These standards are then applied 
consistently across the organization and are eventually used as an organizing 
principle to guide tactical sales, service, and marketing plans. 
 
OCBC sees its’ employees as the primary channel through which the customer 
experience is delivered and customer knowledge obtained. Recognizing that meeting 
customer needs requires skilled and motivated staff, the bank pursues extensive staff 
training and accreditation programs to build employee capabilities. In addition to 
the e-learning initiatives and skill-building workshops, the firm invests heavily to 
Training for Satisfaction 
Mapping Loyalty Drivers and Employee Initiatives, OCBC Bank 
 
Source: OCBC Bank 
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make all branch managers and financial advisors accredited in financial planning so 
that every branch has the ability to provide trusted advice to clients with complex 
financial needs. To continuously inform and stimulate staff, OCBC also starts a 
multimedia program that resides on the internal network. The multimedia channel 
broadcasts to all branches, providing staff with information on new sales initiatives, 
customer service best practices, and training tips. 
 
In addition to getting the right skills and knowledge in the hands of employees, OCBC 
Bank invests significant resources in employee recognition and feedback programs 
by means of employee engagement and empowerment initiatives. These 
employee-centric programs include extensive training, panels to solicit employee 
input on product and service offers before launches, reward programs, and feedback 
channels for employees to pass along suggestions directly to senior executives. 
Moreover, the bank’s product, channel, and service groups routinely seek input from 
an employee panel called the Employee Consultation Committee. The employee 
panel is composed of 75–100 members, from frontline sales and service staff to 
district vice presidents, all of whom are nominated to the group by their managers, 
and is managed by the Customer Insight and Measurement Group to provide 
rigorous quantitative feedback on product offers and features. Members on the panel 
serve without incremental compensation and perceive nomination as both an 
accolade and an opportunity to influence corporate decision making. Ad hoc 
subgroups are generated from the membership on a per project basis, with each 
member’s time carefully tracked to avoid overwork. In addition, as a general measure 
of employee satisfaction, OCBC conducts a firm-wide survey to gauge employee 
satisfaction and engagement, with results feeding directly into employee-focused 
initiatives. 
 
The Bank then tracks and evaluates critical output measures using a balanced 
scorecard combined with distinct sales and service goals. Measuring and tracking 
results of the bank’s efforts help to ensure that these efforts are aligned to customer 
needs. At the same time, it also ensures that employees receive timely training and 
recognition. The bank’s mystery shopping program is linked to a national best 
practices program in which branches are recognized for exceptional performance in 
customer satisfaction, financial results, and community action. OCBC Bank also 
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conduct ongoing customer satisfaction surveys which are used to form a key metric 
in balanced scorecards that is applied to everybody in the branch environment. 
Customer satisfaction and the scorecard results are tied directly to both training and 
compensation. These linkages between customer satisfaction surveys, employee 
training, and engagement programs result in a feedback loop that leads to the 
continuous improvements in service, measurement, and employee performance. 
 
Since highly valued customer experiences and positive employee engagement go 
hand-in-hand. OCBC Bank created an environment in which employees are actively 
engaged with, and capable of delivering, the corporate brand values that form the 
basis of the customer experience. More satisfied and empowered employees also 
have lower attrition rates and are more likely to consistently deliver on the bank’s 
brand promise, allowing the firm to use frontline staff as a means to build 
relationships with customers. By enabling and encouraging employees to deliver a 
better customer experience, OCBC has created a solid employee advocacy of 82% 
and won a number of industry accolades for training and employee recognition. 
OCBC has also seen significant customer impact, leading its market in customer 
satisfaction for several years which has resulted in a higher share of wallet across its 
customer base. By driving tactical implementation from brand values to employee 
actions, this practice ensures that employees deliver a consistent customer 
experience across channels and customer segments. It also effectively taps into 
frontline staff’s customer knowledge and input to enables the firm to set service and 
product standards that are better aligned to customer needs and expectations. 
 
Institutionalized Experience Management 
Many financial institutions often embrace services ideals but fail to embed them into 
all parts of the organization. This often leads to inconsistent and ineffective service 
delivery. Adding to the fact that staff are very often placed in positions that are ill-
suited to their personalities and aptitudes, experience perception that is driven by 
customers’ interactions are often compromised. OCBC deploys the series of 
mechanisms mention above to ensure that all interaction with customers produce 
rather than erode value. These mechanisms identify, prioritize, consistently fulfill, and 
measure customer experience investments. 
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First, OCBC Bank builds an integrated structure for the coordination and 
leadership of the customer experience across the firm. The bank also expands the 
Customer Service Team (described in the previous sections) to create a larger and 
more centralized customer experience group, this group is eventually renamed as the 
Quality and Service Excellence (QSE) department. The new Customer Experience 
Group disseminates the bank’s customer experience through a network of 
experience consultants embedded in its’ business lines. 
 
The customer experience group comprises of over 50 staff members of rank 
Assistant Vice-President and above, and is focused on four distinct customer 
experience levers: service strategy, service solutions, service measurement, and 
service recovery. The service strategy team is responsible for experience planning 
and embedding a customer experience culture across the firm. The service solutions 
group identifies sales and service solutions for specific market segments. The service 
support group measures and analyzes customer experience indicators, and the 
service recovery team conducts root-cause analysis of customer complaints to 
mitigate service dissatisfaction trends across the firm. OCBC also locates functional 
experience experts in each line of business to act as consultants on customer service 
and customer experience initiatives. 
Customer Experience Group Structure, OCBC Bank 
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In addition, OCBC ensures leadership commitment to the customer experience 
through the establishment of a Customer Experience Leadership Council comprising 
of the bank’s Group Chairman, the CEO and the various sub–business unit leaders 
(or Business Division Heads). The Council ensures a collaborative approach to 
enhancing the customer experience throughout the bank. 
 
Second, OCBC Bank adapts its human resources strategy to ensure that its 
recruitment and staff development processes are aligned to its customer experience 
strategy. In order to achieve alignment, OCBC Bank’s HR created frontline role 
profiles, which are used in recruiting, performance management, and problem 
resolution. After identifying the 22 competencies required to execute on the 
institution’s strategy, OCBC determines the nine critical and essential competencies 
required in each type of frontline role. To aid hiring decisions, OCBC then 
incorporates psychoanalytic testing into its recruitment processes to identify whether 
a candidate possesses the appropriate capabilities for the role, to support hiring 
decisions, and to build a talent “pool” of potential internal and external candidates for 
forecasted vacancies. Furthermore, OCBC reviews all current staff using the 
competency framework and determines the sufficiency of each employee’s fit with 
their role. Staff members lacking in competencies required for their role work with 
their managers to create development plans to cultivate necessary skills. Finally, 
OCBC links the competency framework to its problem resolution system, to identify 
where specific complaints may be linked to a missing competency in the staff 
member involved. 
 
In addition, OCBC creates an extensive communication and training platform to 
outline standards and build employee involvement in developing and executing the 
Customer Experience Leadership Council, OCBC Bank 
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customer experience. The platform is based on OCBC brand values and includes a 
service credo, a service promise and clear service standards. The service credo 
incorporates staff feedback and outlines three ways in which OCBC employees can 
live the service values. The service standards drive employee behavior based on 
how customers want OCBC to interact with them. OCBC holds work sessions for all 
employees to discuss the service credo and standards. They further reinforce the 
commitment to experience via a service training framework outlining the basic 
principles of service and branch-based training to address areas of 
underperformance at a branch level. OCBC also supports its experience 
communication with workbooks, CD-ROMs, and videos. 
 
Finally, OCBC monitors performance of its customer experience efforts through an 
extensive dashboard that tracks both service results and customer attitudes, enabling 
the bank to understand and predict customer behaviors and loyalty. The integrated 
customer experience dashboard monitors service quality and customer attitudes 
across all segments, channels, and products. It examines branch-level activity via 
19,000 surveys a month and evaluates customers’ perceptions of service 
performance by measuring service hygiene, interaction quality, the interaction 
outcome, advice provided, value provided, and the health of the overall relationship. 
The dashboard also assesses customer perception metrics on the quality of the 
service experience, the customer’s willingness to recommend, and the customer’s 
assessment of OCBC’s reputation and brand. OCBC then uses this information to 
model current and future customer behaviors and thus, determine how best to 
interact with the customer. The surveys are conducted across all customer segments, 
channels, and products; however, OCBC varies the weightings of individual metrics 
according to their relative importance for each business unit and customer segment. 
OCBC also conducts root-cause analysis of customer complaints to mitigate trends in 
negative experiences across the institution. 
 
Three Hallmarks of a Customer-Designed Business 
The Corporate Executive Board has conducted a study on OCBC Bank in 2006 
through its’ Operations Council publication had found that OCBC Bank has displayed 
the three hallmarks of customer centricity with practical actions. These three 
hallmarks are also previously identified in distinguish firms that are attempting to 
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create a customer-centric and customer-designed business. These characteristics 
resound with the sources of customer values that were identified for an enhanced 
customer experience. 
 
The first characteristic of a customer designed business is that staffs are obsessed 
about what customers value. Customers want staff to care about what they care 
about. That means only two things. They want a good personal interaction in a 
simple environment that allows the employee to get to their issue. 
 
Leaders in customer-designed businesses engineer simplicity into the process the 
same way that banks engineer in cash control or risk management. Then they tackle 
the more difficult challenge of nurturing consistent performance from hundreds or 
thousands of inherently inconsistent humans. In practice, they can get very specific 
about the few behaviors that matter, using human nature as an ally and helping every 
staff member faithfully execute customer-desired behavior. 
 
 
The second characteristic of customer-designed companies is that they master the 
moments of truth. As depicted in the diagram below, there is long, flat zone of 
indifference across the center in everything that the firm does, where higher 
satisfaction had no impact on customer loyalty. This tells that fact that most 
customers do not notice most of what the firms are doing. That is why doing routine 
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work better has no impact. Impact only occurs in the rare moments of truth like those 
on the chart to the right, when firm move from routine servicing to customers’ felt 




However, these moments are inherently difficult to master. First, for any individual 
customer, they almost never happen, so they are very hard to spot or predict. They 
are inherently peculiar and nonstandard, so it is hard to execute dependable, 
standard responses. Most difficult of all is that the response requires a transition 
between inherently different business systems. Routine servicing in the zone of 
indifference is largely automated and follows replicable procedures and standards. It 
is procedure-driven and rational. Service, on the other hand, addresses nonstandard 
exceptions. It is always personal, principles-based, and often emotional (Iacobucci, et 
al., 1995). Those are completely different environments, which require different 
business systems. 
 
To master moments of truth, these firms must run those different business systems 
side by side and then transition, with no warning or possible routine, unexpectedly 
and instantly. Companies that focused on what customers value recognize that 
moments of truth are all that matter and that they are inherently harder than routine 
work. They avoid the temptation to focus on what happens most of the time and 
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devote extraordinary attention to mastering the rare events that define the customer’s 
experience in the customer’s mind. 
 
The final trend of customer-designed companies is that they engineer solutions for 
common needs, usually common life events like those shown in the illustration 
below. Most financial service needs arise from a few life events. Recognizing that, a 
few firms have begun to preassemble solutions, each intended to precisely enable 
just one common event. 
 
Leading firms first study the market to understand common life behaviors, the 
resulting needs, and how customers prefer to meet those needs. Then they design 
the value proposition, preassembling the sparest combination of capability, to 
perfectly enable the life event. For fulfillment, they build event-specific sensing 
mechanisms to identify when one individual is having a common life event. Because 
fundamental life events leave such a clear trail, that is easier than any other 
predictive modeling. When they detect a possible event, they connect with the 
customer, confirm it, and then offer the one solution designed for that event. 
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Managerial Implications 
After examining the steps taken by OCBC Bank to build a customer-centric business 
for service excellence and enhanced customer experience, we also need to 
acknowledge that the specific game plan for achieving positive results will vary for 
different firms and organizations based on the unique nuances of each firm and its 
environment. However, we must also note that for any transformation to be 
successful, the initiative must start with the leadership commitment and be 
synchronized with organization realignment, systems and process support, and 
revised financial metrics. 
 
Leadership Commitment 
From the examples of OCBC Bank, a few actions can signal the commitment of 
senior management towards the new paradigm of service excellence and customer 
centricity. These include the following: 
 
• An enthusiastic emphasis on superior quality of service and customer relations, 
with occasional direct interventions to help solve a customer’s problem. 
 
• Time spent visiting customers and listening aggressively for their point of view 
and an insistence that all senior managers spend time with the customer. 
 
• An emphasis on customer and market issues, trends, needs, requirements and 
opportunities for advantage during strategic reviews. The emphasis is supported 
with a willingness to invest resources in the deeper understanding of customers. 
 
For example, OCBC Bank’s Consumer Financial Services (CFS) HODs are often 
directly involved in the service recovery stage of customers’ feedback for service 
lapse. Front line banking staffs are also encouraged and rewarded for highlighting 
customers’ feedback, and especially complaints for service review. OCBC Bank’s 
CEO and Divisional Heads are also required to be present once a month in the 
morning at a random branch to greet and mingle with customers while the branch 
opens for the business day. 
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In essence, leadership commitment is critical for both initiating as well as sustaining 
all initiatives within the transformation plan. 
 
Organization realignment 
Organizational realignment may start with the marketing function whose role is critical 
in transforming the firm. This is because the marketing function is related to the 
degree to which it develops knowledge and skills by connecting the customer to the 
product, the service delivery system, and the financial management system of the 
firm. This may be achieved by setting up a horizontal organization structure that is 
less hierarchical than the traditional vertical structures. For example, the horizontal 
organization within OCBC’s CFS Division is built around natural workflows and core 
processes, and information is readily shared between all functional departments.  
Integration comes through a shared concept of how to meet customers’ needs better 
than the competition. 
 
However, realigning an organization around customers may be a daunting task, 
especially for firms with decades of success in product-led growth. Most firms are 
unwilling or unable to shift to a purely horizontal form. A more feasible practice,  as 
demonstrated in OCBC by the other business divisions, will be to adopt a hybrid 
structure, which is a practical compromise between vertical and horizontal structures. 
Integrating critical functions such as marketing, strategy development, and human 
resource management provide the mechanisms for coordinating and allocating 
resources to the core processes, whereas specialized functions, such as research 
and development (R&D) and marketing research, support and enhance the horizontal 
processes with new ideas. 
 
For example, the Corporate Banking Division in OCBC Bank has successfully 
realigned its organization by creating a two-tiered sales structure where a 
relationship manager (RM) manages the relationship with the customer and is 
externally focused, whereas a product specialist who is internally focused helps in 
providing the technical inputs for product development as well as helping the RM sell 
the product more effectively. This sort of matrix organization structure that seeks to 
strike a balance between customer and product management may be an ideal way 
for today’s heavily product-centric firms to restructure themselves to be more 
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customer-centric and in the process address both sides of the dual creation of value 
issue (i.e. the fulfillment of customers’ value while creating profits for the bank). 
 
Systems and Process Support 
Process and capabilities of a firm typically span across different functional groups 
and departments. The firm hence needs to redefine and realign various processes 
that are focused toward superior value creation. The human resource (HR) 
department in OCBC Bank, for example, has redefined itself by managing the 
philosophy that customer satisfaction and loyalty are the cause and result of 
employee satisfaction. The concept is then institutionalized by a series of employee 
programs that evaluate employees based on measurable improvements in customer 
satisfaction and loyalty. Recruitment policies are also realigned to find the best 
talents for servicing specific groups of customers. 
 
From the Information Technology (IT) systems point of view, a critical component will 
be a centralized database that serves as the means to provide unified, 
comprehensive, and organization-wide view of individual customers. This entails a 
substantial investment commitment in IT to set up an infrastructure for collecting, 
tracking, and integrating data at the individual customer and transaction level. OCBC 
Bank, for example, invested in a Customer Relationship Management (CRM) system 
in 2002 to help staff build a viable relationship with their customers. The system 
captures all forms of daily interactions that the bank has with the customers and 
captures these interactions in the form of value creating information. 
 
The captured information does not just include product holdings or other forms of 
“profitable relationships” but also includes information such as the life stage that the 
customer is in. It may also be any dissatisfaction that a discreet customer may have 
with the firm but is unwilling to make a formal compliant or feedback. These valuable 
information are usually discovered when a member of staff engages in “small talk” 
(i.e. non-business and non-transactional related conversation) with the customer and 
the system efficiently allows them to be captured into the database. The information 
is then effectively shared and made accessible to all members of staff within the firm 
who are responsible for managing customers’ relationships. 
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Revised Metrics 
Realignment of an organization and its systems and processes will help infuse a 
customer-centric organization. However, this has to be coupled with customer-centric 
metrics because what gets measured gets done. Customer-centric organizations 
typically rely on metrics such as customer equity, customer satisfaction, customer 
advocacy, and customer loyalty among others to measure and manage the efficacy 
of their marketing initiatives. 
 
To truly embed customer-centricity metrics within the organization, OCBC Bank, for 
example, has included at least two or three of the most important customer metrics 
(mentioned in the above paragraph) among key performance indicators, that are 
reported regularly to the top management and board of the bank. Human resource in 
OCBC Bank has also synchronized the incentives and rewards system with 
customer-centric paradigm. Quarterly employee appraisals and annual salary 
revisions are tied and based on clearly defined customer contact metrics and 
customer outcomes. Sales and account managers are rewarded for increasing the 
equity of their customers, and relationship managers are rewarded for extending the 
profitable lifetime duration of their customers. 
 
Learning and Continuous Improvement 
Having set up a customer-centric organization, there will always be a scope for 
learning and continuous improvement to sustain the performance and service 
excellence, and competitive advantage achieved by virtue of customer centricity. 
OCBC Bank uses the power of positive examples and success stories to motivate 
learning throughout the organization. For example, during monthly sales meetings, 
relationship managers with outstanding achievements are asked to share their 
success stories with other colleagues. Similar sharing of experiences are also regular 
agendas during organizational level town hall meetings. Managers who are based 
overseas are even roped in to share their experiences and stories through satellite 
link and video conferences if they are not physically present. 
 
The cycle of learning and continuous improvement can often breed innovation in 
customer-centric firms. As discovered by OCBC Bank, the customer-centric culture is 
more conducive to the organization’s innovativeness throughout its’ entire business 
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system as oppose to solely in products and services. The customer orientation has 
an obvious positive impact on innovativeness in the technical and administrative 
areas of the firm as well. OCBC Bank has seen a more than 40% increase in 
improvement suggestions from administrative and support staff since the 
implementation of its’ customer-centric master plan. These suggestions are more 
likely to be practical in terms of implementation than previous suggestions schemes, 
since employees now think from the customers’ experience point of view. These 
innovations take out redundant processes that are considered waste to the customer, 
with implemented suggestions generating more customer values and cutting more 
cost for the firm. Thus, firms can further leverage their journey down the path of 
customer centricity by making continuous learning and improvement an integral part 
of their operations. 
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Conclusion and Directions for Further Research 
In summary, transforming an organization from being product-centric to customer-
centric is not an easy task, nor is there one single formula to accomplish it. In the 
years to come, the concept of customer centricity will continue to evolve as advances 
in technology introduce newer and better ways to collect, store, and analyze 
customer-centric information. The onus will be on the research community to explore 
substantive issues relevant to customer centricity that may offer additional insights to 
practitioners and the marketing field in general. 
 
Our discussion in the preceding sections only provided one of the many success 
cases in a very specific industry within the specific cultural setting of Singapore. 
There is a need and an opportunity for conducting in-depth research focusing on a 
variety of issues ranging from organizational culture and structure, to operational 
processes and appraisal metrics. For example, an interesting issue in the domain of 
organization culture will be to explore if two firms with strikingly different cultures can 
achieve the same level of customer centricity. If so, what are be the factors that may 
account for the success of these firms despite the striking difference in their 
corporate cultures. Likewise, another interesting issue would be to explore if different 
organizational structures (with stark difference in processes and evaluation metrics) 
are equally conducive for fostering customer centricity.  
 
Advances in technology are introducing new ways and means for firms to interact 
with the customers. For instance, the Internet and mobile phone technology has 
redefined rules of business by creating an alternative channel of selling and 
interacting with the customers. Future research could explore how these new 
technological advances can potentially impact (both positively and negatively) and 
organization from its customer centricity standpoint. This is of significant importance 
as systems and processes defined by the firm to create customer centricity in the 
offline (brick and mortar) business setting may not hold in the online (Internet) 
business setting. In such scenarios, it would be interesting and necessary to explore 
the changes that are needed for continued success. 
 
The relevance, importance, and associated benefits of customer centricity and 
service excellence may vary across different industry and social settings. There are 
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hence also opportunities for authors functioning in various industries (other than 
banking) and social cultures to explore differences in efforts to cultivate service 
excellence and building a customer centric firm. For example, service excellence by 
customer centricity may provide more long-term benefits to a financial service firm 
distributing multiple products as compared to a utility company selling a single 
product. It would be interesting to research on how relative values can vary in 
different industries and by the different number of products distributed by the firm. It 
would also be interesting to explore how relative values can vary in the same industry 
but within different culture. For example, the variance in the results of customer 
centricity for OCBC Bank, on its similar business in Singapore as compared to 
Indonesia, Vietnam, or China. 
 
Customer centricity has proven to be an elusive goal for many organizations. This is 
primarily due to a failure to understand and address one or more of the various 
organizational level issues and challenges. However, firms that have managed to 
successfully traverse the path to customer centricity have reaped rich rewards in the 
form of superior financial performance and loyal customers. This is because 
customer centricity enables firms to achieve a competitive advantage that has proven 
to be sustainable and not easily countered by competition. In essence, customer 
centricity is a necessary condition for 21st-century firms to succeed in the 
marketplace. 
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